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§ 3. The edge of this analysis is, indeed, found, when
looked at closely, to be less sharp than it seems to be. For,
first, it has been tacitly assumed that investment always
yields future fruits subject to taxation, while expenditure
upon consumption does not. This is incorrect. On the one
hand, some saving yields nothing at all. On the other hand,
some expenditure, e.g. upon food, clothing and house-room,
builds up the efficiency of human instruments, just as invest-
ment in the ordinary sense builds up the efficiency of mechani-
cal ones, and, therefore, like it, leads to the production of
future income. Secondly, it has been tacitly assumed that
the rate of tax on the fruit of savings will be equal to the
rate on savings as made. This is not always so. If, as in
England, unearned, or investment, income is taxed at a higher
rate than earned income, the fruit of savings made from earned
income will be taxed at a higher rate than the original savings,
so that such part of earned income as is saved is really ex-
posed to severer adverse differentiation than the formula given
above indicates. But, per contra — and this is practically
more important — where, as in England, there is steep gradua-
tion against large incomes, income which is saved by a rich
man and left to a relatively poor man, on whose income the
income tax (including sur-tax) rate is lower, is not differenti-
ated against so heavily as the formula indicates. Though,
however, these considerations leave our results less clear-cut
than might be wished, the broad conclusion that a general
income tax on the British plan differentiates, in some measure,
against income that is saved remains unshaken.
§ 4. In considering in this place whether or not this differen-
tiation against saving is in conformity with the principle of
least sacrifice, we are met with the awkwardness that taxes
assessed on the savings of individuals may to some extent
hit " hoarding " as distinguished from investment. For the
fact that, on our definition, savings and investment in the
aggregate must be equal — for the reason that hoarding by
one man destroys an equivalent amount of income, and so of
saving, by other men — does not preclude there being indi-
vidual hoarders. I shall, however, ignore this complication.
On this understanding three principal sorts of consideration
are relevant.
First we have to inquire whether, in the absence of any

